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“THE WORLD TODAY” 


j.G. McDonald’s Thursday evening radio talks for this month: 
January %—The International Outlook for 1932 
14—Japan’s Domestic Crisis 
21—China—Internal Politics 
28—Silver—An International Problem 


. Over WEAF and stations associated with the National Broad- 


casting Company, 6:30 p.m., Eastern Standard Time. 
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REVISION OF YOUNG PLAN FORECAST 


—_ 


HREE events during the past week have 

served to focus attention on the critical fi- 
nancial and economic conditions in Germany and 
Central Europe. On December 22 Hungary de- 
dared a one-year moratorium on the transfer of 
payments on foreign debts. The following day 
the Young Plan Advisory Committee at Basle 
issued a report emphasizing the need for prompt 
adjustment of both reparation and war debts if 
Germany is to be saved from disaster. As a re- 
sit of its recommendations, the British and 
French governments on December 25 issued a 
joint invitation for a conference to be held at The 
Hague or in Switzerland on January 18 to recon- 
sider the reparation and debt problem. 


The Basle Committee’s report completely exon- 
erates Germany from charges of extravagance 
and mismanagement, and commends the heroic 
measures it has taken to avert catastrophe. The 
report finds adequate justification for the German 
contention that payment of conditional annuities 
tannot be resumed in July, and intimates that 
even the unconditional annuities cannot be paid 
next year. It points out that since 1928 Ger- 
many’s industrial production has declined by one- 
third as a result of the world depression, and 
there has been a more than corresponding de- 
crease in profits and wages, with unemployment 
reaching an unprecedented figure. Interest rates 
are prohibitively high, and repeated increases in 
taxation have been necessary despite sweeping 
economies and reduction in unemployment bene- 
fits. As long as outside capital was available, the 
Reich was able to meet reparation charges by 
obtaining additional loans. Failing to obtain long- 
term advances, Germany was compelled to con- 
tract short-term credits amounting to over three 
and a half billion dollars, which left the country 
at the mercy of sudden withdrawals such as oc- 
curred in July 1931. The contraction of credit 
since 1929 has made it necessary for payment to 
be made in goods, which has been rendered 


difficult by continued increase in tariffs. Con- 
siderable doubt is even expressed concerning 
the possibility of maintaining the present large 
export surplus in view of the intensified competi- 
tion which has resulted from depreciated sterling 
prices and the general weakening of the country’s 
economic structure. 


Since there is no prospect of immediate re- 
covery, the report raises the question whether the 
Young Plan can possibly be maintained. While 
the committee did not have authority to make 
recommendations regarding the unconditional 
annuities, it points out that the German railway, 
the profits from which are pledged to these an- 
nuities, cannot next year cover “the liabilities 
incumbent upon it in respect to reparation 
and debt charges.” Moreover, the committee 
draws attention to the fact that the difficulties 
facing Germany are so fundamental that there 
is no assurance that even the additional two-year 
moratorium provided by the Young Plan will be 
sufficient to stave off disaster. It declares that 
the sharp decline in the world price ievel has 
rendered the burden of all debtor nations much 
heavier than was originally intended, and that 
the dislocation of trade during the past two years 
has been much more serious than any catastrophe 
envisioned by the framers of the Young Plan. 
The possibility of general cancellation of the war 
obligations, however, is specifically ruled out by 
the declaration that the release of the debtors 
would only have the effect of transferring the 
burden to others who might be equally unable to 
bear it. Instead, the committee asserts that the 
“only lasting step capable of re-establishing con- 
fidence” consists of a prompt readjustment of “all 
reparations and other war debts to the troubled 
situation in the world.” No mention is made, 
however, of the controversial question of priority 
in respect to reparation and private debts, due 
no doubt to a sharp difference of opinion on the 
matter. 


__ —- 


When the recent declaration of Congress 
against the reduction or cancellation of war debts 
is read in the light of the tragic realities in Ger- 
many and Central Europe, very little hope re- 
mains of averting disaster. There are indica- 
tions, however, that the Basle Committee’s report 
may have a sobering influence on the opponents 
of debt revision. It has become more obvious 
that the final solution of the tangled problems 
arising out of the inter-governmental debts can 
be reached only if the United States joins with 
the other nations in an effort to find a settlement 
which would be in accord with present-day eco- 
nomic conditions. Such an opportunity has pre- 
sented itself in connection with the forthcoming 
conference. Without a responsible delegation 
from the United States with full powers to nego- 
tiate, this conference at best can work out only 
a makeshift agreement. While it would obviously 
be desirable to broaden the scope of the confer- 
ence to include tariffs and other economic issues, 
it is essential that the United States cooperate 
even if discussion is confined to reparation and 


war debts. MAXWELL S. STEWART 


The Kuomintang Unites at Nanking 


Uncertainty, caused by the Canton-Nanking 
split in May 1931 and culminating in Chiang Kai- 
shek’s resignation on December 15, was brought 
to an end by the formation, reported December 
28, of a unified Kuomintang government, includ- 
ing members of both the Canton and Nanking 
factions. The Presidency—an office shorn of 
any real power—was given to Lin Sen, the 
veteran Kuomintang statesman. Effective author- 
ity is centered in the hands of Sun Fo, son of 
Sun Yat-sen, who becomes head of the Executive 
Yuan, or Prime Minister. The Kuomintang 
standing committees include representatives of 
all party factions. It is expected that Eugene 
Ch’en will be named Foreign Minister, while 
Ho Ying-ching, former chief-of-staff to Chiang 
Kai-shek, will be Minister of War. Formal in- 
auguration of the new government is set for 
January 1. 


In Manchuria, since the middle of December, 
the Japanese military have been engaged in a 
guerrilla warfare against scattered units of 
Chinese forces. On December 28 a general offen- 
sive was launched against Kowpangtze, fifty 
miles north of Chinchow, where an army of some 
25,000 Chinese regulars has been instructed by 
the Kuomintang leaders at Nanking to resist to 
the end. 


Aside from these military activities, recent dis- 
patches have revealed the extent to which Japan 
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has tightened its grip upon the political and egy, 
nomic life of Manchuria. The Chinese official | 
appointed by the Japanese military, do not dar, 
to act without the approval of Japanese “gq 
visers.” This holds true from Tsang Hsih-yi, 
named governor of Fengtien province on De. 
cember 16, down to the city mayors and the heads 
of the municipal departments. Economic enter. 
prises in the fields of transportation, banking 
mining, and public utilities have been taken oye, 
wholesale by the Japanese authorities, usually 
under guise of some unfulfilled legal claim. [y 
this way the control of the Changchun-Tunhy, 
and Ssupingkai-Angangchi_ railways, nearly 
equalling the South Manchuria Railway in length, 
has been assumed by Japan owing to default op 
Japanese loans. The two most important banks 
in Mukden, which were closed for several weeks, 
have been reopened under complete Japanese | 
control. Sino-Japanese coal mines at Penhsihy | 
and Chinese coal mines near Newchwang have 
been taken over, and are now entirely managed, 
by Japanese. Chinese light and power plants and 
telephone companies at Mukden, Antung, Chang. 
chun, Newchwang and elsewhere have been shut | 
down in favor of Japanese enterprise in these 
fields. 


Within recent weeks the American government 
has twice protested to Japan, once on December 
11 and again on December 24, by means of com- 
munications transmitted through Ambassador 
W. Cameron Forbes in Tokyo. On the second 
occasion, notes were also delivered to the Japanese 
authorities by France and Great Britain. Al 
though the texts of these communications have 
not been made public, it is reported that they 
embodied protests against further Japanese mili- 
tary activity in Manchuria, especially in the 
direction of Chinchow, as well as protests against 
alleged Japanese violations of the “open door” in 
Manchuria including, in the American note of 


December 24, a detailed list of complaints by 
American nationals. A lengthy Japanese state- 
ment, issued on December 27, answers the first 
charge by listing the recent increase of “bandit” 
attacks on Japanese positions, and by declaring 
that these raids are instigated by the Chinese 
forces at Chinchow. Regarding alleged violation 
of the “open door,” it is reported that Japan is 
preparing a full reply which will be dispatched 
after the new year. Meanwhile, on December 28, 
the Foreign Office at Tokyo stated to the press 
that Japan “had received the American protests 
sympathetically, and did not intend to block the 
open door or equal opportunity for business men 
of all nations.” T. A. BISSON 
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